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With help from the US Congress, Central American countries are hoping to raise their exports of
textiles and apparel products by gaining easier access to the US market. But US labor organizations
are waging a public awareness campaign against what they describe as sweatshop conditions in
export processing plants in Guatemala, Honduras, and El Salvador. Under the 1984 Caribbean Trade
Security Act, which established the Caribbean Basin Initiative (CBI), the US granted Caribbean
and Central American countries reduced tariffs on various export goods (see Chronicle, 01/14/88).
Now, with the formation of the Canada-Mexico-US trading bloc under the North American Free
Trade Agreement (NAFTA), Central American leaders are concerned that their exports to the US
will decline as Mexican products increasingly enter the US market duty-free under NAFTA's phasein schedules.
Costa Rican Commerce Minister Jose Rossi said that since NAFTA went into effect in January
1994, the preferential entry of Mexican products into the US market has contributed to a slowing
of economic growth in some Central American economies and stagnation in others. He blamed
NAFTA indirectly for sluggish foreign investment in Central America as foreign companies look
elsewhere to set up export-oriented factories.
Central American leaders see the drive to get the benefits that NAFTA confers on Mexico as a key
element in their economic restructuring programs, which are aimed at building economies capable
of competing in the global market. But these trade benefits are also of great importance, according
to Costa Rican President Jose Maria Figueres, in neutralizing the social unrest that afflicts the region.
"We have to regain the balance we had before NAFTA, in which investments will depend on the
conditions in a country and not on distortions produced by preferential treatment such as Mexico
receives," said Rossi.
Rossi expressed his views at a meeting in August between a US congressional delegation and
economic ministers from Central America and the Caribbean Community (CARICOM) countries.
The meeting was held at a tropical agriculture school in Guacimo, near San Jose, Costa Rica. The
delegation of nine US lawmakers, led by Representative Philip Crane (R-IL), came to discuss
legislation pending in the US Congress that would grant certain products from the region easier
access to the US market. Crane and other sponsors of the proposed legislation the Caribbean Basin
Trade Security Act argue that the economic security of the CBI nations "is potentially threatened by
the diversion of investment to Mexico as a result of NAFTA."
To remedy this, the bill proposes to admit a specific list of products from the CBI countries with
"tariff and quota treatment equivalent to that accorded to products of NAFTA countries and to seek
the accession of these beneficiary countries to NAFTA at the earliest possible date, with the goal of
achieving full participation in NAFTA by all beneficiary countries by not later than Jan. 1, 2005." In
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that year, according to agreements made at the Summit of the Americas held in Miami in 1994, the
hemisphere would be united in a free-trade area. The products given duty-free access under the
Crane bill are textiles, footwear, watches, petroleum, and tuna. In Central America, the benefits of
the bill would be felt most heavily in the textile industry, where hundreds of US- and Asian-owned
apparel processing plants have sprung up in recent years.
The CBI region is the world's largest exporter of apparel to the US. Its share of textile goods sold
in the US market rose from 31.4% in 1984, when the Caribbean Initiative went into effect, to 50.2%
in 1994, according to estimates by the American Textile Manufacturers Institute. While the Central
American economic ministers see the Crane bill improving their investment, export, and jobscreation picture, US opponents see it as a bill promoting capital flight and job shrinkage in the
US. They argue that the investment the bill seeks to promote is in the export-processing zones
(EPZ) where maquiladora plants owned by US companies would reap a windfall by exporting their
products from low-wage plants back to the US market duty-free.

Sweatshop conditions alleged
The bill is expected to save textile exporters US$240 million in annual tariff costs. Among the
opponents of the bill are US labor unions, which allege that sweatshops conditions already exist in
Central American apparel plants and that these conditions would only continue or worsen under
the Crane bill. As it reads at present, the bill has no provision for protection of labor rights. In July,
the National Labor Committee (NLC), a US-based labor rights group, and UNITE a US textile and
needle-trade union sent two female workers from apparel processing plants in Honduras and El
Salvador on tour in the US to call attention to working conditions in the industry. The women sew
clothing that eventfully is sold through such US retailers as The Gap, Eddie Bauer, Marshall's, Sears,
Dayton-Hudson/Mervyn's, Wal-Mart, Nordstrom's, and K-Mart.
According to the NLC, the original CBI legislation and proposals such as Crane's bill reduce the
number of jobs in the US apparel industry while imposing low wages and substandard working
conditions on Central American workers. Honduras shipped only US$20 million in textile products
from its maquiladora plants in 1983 but the figure jumped to US$507 million in 1994, said Charles
Kernaghan, NLC director. "
At the same time, wages paid by US companies in the Central American country declined 53%,
from 81 cents to 38 cents an hour," he said. He cited as an example of the low-wage system a
Korean- owned plant in the San Marcos exporting processing zone near San Salvador, in which the
work week is as much as 64 hours and the weekly pay is US$43.60. The workers on the NLC tour
told audiences in San Francisco and other cities that besides the long hours and low pay, union
organization is discouraged, sometimes by armed guards posted at the plants. “Today, 10 years into
the Caribbean Basin Initiative and the worker-rights provisions attached to it, there is not a single
union in any of the private export processing zones formed under CBI," said Kernaghan.
Furthermore, NLC figures indicate that since the CBI went into effect, the US trade deficit in textiles
more than doubled, rising from US$16.2 billion in 1984 to US$36.4 billion in 1994. Countering the
accusation about job loss in the US, Commerce Minister Rossi said that the US has maintained a
trade surplus with Central America for the past eight years, rising from US$340 million in 1986 to
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US$1.8 billion in 1993. "The negative impact on [US] industry and employment has been almost
insignificant," said Rossi.
For every 100 new export-associated jobs created in the CBI countries, he said, 15 new jobs are
created in the US. Spokespersons for the processing plants and Central American government
officials say the charges made by the visiting workers during the NLC tour cannot be substantiated.
Daniel Cho, general manager of Avvento Fashion in Honduras said that one of the workers on the
tour had been an employee in his plant but did not have a good work record and quit for personal
reasons. The Gap and Eddie Bauer companies investigated the allegations with on-site inspections
of their plants in El Salvador and Honduras.
The inspection turned up no violations of labor codes, but both companies said they have stopped
orders from the Taiwanese plant in El Salvador where one of the visiting workers alleged sweatshop
conditions. However, the US Ambassador to El Salvador Ana Cristina Sol, defended the EPZ
program, saying that allegations against the plants were part of an unfounded attack on El Salvador.
She said that out of approximately 160 apparel processing plants operating in El Salvador, "the
alleged violations involve less than 1% of the total."
In Honduras, the US labor federation AFL-CIO told a local newspaper that the Honduran
government sided with foreign maquiladora owners against union organizing and that many of the
50,000 workers in the country's maquiladora plants especially those owned by Asian companies
work under "degrading" conditions that include physical and sexual abuse of the predominately
female work force. President Carlos Roberto Reina denied the AFL-CIO charges, insisting that the
nation's labor laws are enforced.
The situation in the Asia-owned plants, he said, results from "cultural problems," and the owners
of the plants are going through a "process of adaptation" to the labor practices of Honduras.
Conditions in these plants have improved, he said. (Sources: Associated Press, 08/03/95; Deutsche
Press Agentur, 08/04/95, 08/07/95; Agence France- Presse, 07/18/95, 08/05/95, 08/06/95, 08/14/95;
Reuter, 08/04/95, 08/10/95, 08/14/95; Inter Press Service, 08/04/95, 08/10/95, 08/14/95; Notimex,
08/13/95, 08/18/95; Agencia Centroamericana de Noticias Spanish News Service, 09/05/95;
Congressional Record, 104th Congress)
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